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KEY ECONOMIC INDICATORS 
(In millions of U.S. dollars unless noted) 


Domestic Economy 1986 1987 
Population (thousands) 756. 755. 


GDP, current dollars S22. Jao. 
GDP, per capita 679. 444, 
GNP, current dollars 448. ETO. 
GDP, million Guyanese dollars 2219 3357 
GNP, million Guyanese dollars 1936 2751 
GDP change (%) +23.. +31. 
Consumer Price Index change (3%) 3s +50. 
Industrial production (% of GDP) a 

Gov’t oper. deficit (% of GDP) 6. 


Finance/Payments 


Merchandise exports 219. 
Merchandise imports 241. 
Merchandise trade balance ~22 
External public debt 1542. 
Private commercial arrears 83. 
Scheduled debt servicing 126. 
Net foreign exchange reserves -548. 
Avg. off. exchange rate (GS per US$) a 


WAN UWNNO 


Export Products Production 


1987 1988 (US$mil.) 


Bauxite (’000 met. tons) 1,359.4 i, 339.0 ‘ 78. 
Sugar ("") a2i<0 170.2 . 70. 
Seafood (million kg.) N/A 44.9 ; 19, 
Rice (’000 met. tons) 146.0 130.0 ; ee 


Gold (0z.) 21,424.50 216,803'.0 18,205. 
Other Exports 


-S. - Guyana Trade (USS$mil.) 1986 1987 
; exports to Guyana (FAS) 46.6 59.5 


imports from Guyana (CIF) 69.9 66.6 
trade balance w. Guyana -23.3 Fen 
bilateral aid (disbursed) > 9.4 


exports: machinery, motor vehicles, grains, animal feed 
imports: bauxite, shrimp, gold, apparel, wildlife, sugar 


Official Exchange Rate: G$33 = US$1 since March 31, 1989 
Sources: Guyana Statistical Bureau, Bank of Guyana, Guyanese 


Ministry of Trade and Tourism, U.S. Department of Commerce, 
International Monetary Fund. 





SUMMARY * 


1988 was a disappointing year for the Guyanese economy. Overall 
production fell by at least 3 percent, and sugar, bauxite, rice, 
and gold -- four of the five major export industries -- reported 
production declines. Exports, upon which Guyana’s economy 
depends heavily, declined from $243 million in 1987 to $214 
million in 1988. Guyana’s economic problems were aggravated by 
the government’s large foreign debt, a rapidly deteriorating 
infrastructure, and the continuing emigration of skilled labor. 


Despite the difficulties, there were encouraging developments. 

In July 1988, the government placed in the National Assembly its 
investment policy paper, which stated that 100 percent foreign 
ownership of Guyanese firms is allowed, that all sectors of the 
economy are open to foreign investment, and that foreign 
investors will be allowed to repatriate profits. In November 
1988, the United States granted Guyana Caribbean Basin Initiative 
(CBI) beneficiary status, which removed customs duties on most 
Guyanese exports to the United States. In February 1989, the 
U.S. firm Reynolds International and the Guyanese Government 
agreed to jointly open and operate a large bauxite mine. Other 
foreign companies have begun exploring for gold and oil, and the 
government is attempting to encourage joint ventures with private 
investors in several significant public sector corporations. 


On March 31, 1989, the government began its Economic Recovery 
Program (ERP). The ERP is based on an IMF-monitored structural 
adjustment program, and includes budget austerity, devaluation of 
the Guyana dollar from $0.10 to $0.03, debt rescheduling by 
Guyana’s principal bilateral creditors, and the repayment of 
Guyanese arrears to the IMF, the Caribbean Development Bank, and 
the World Bank. This restructuring effort and the elimination of 
arrears will permit Guyana to undertake new projects financed by 
those institutions. The devaluation provoked a seven-week strike 
by sugar and bauxite workers, which may have cost the government 
over $30 million in export earnings. 


The outlook for U.S. businesses is mixed. The Guyanese 
Government is actively encouraging foreign investment, and the 
natural resources sector offers excellent opportunities for 
investors in gold, bauxite, oil, seafood, and lumber. However, 
the lack of hard currency makes it difficult for Guyanese to pay 
for most U.S. products. Unless foreign exchange inflows are 
Significantly increased, Guyana’s imports will essentially be 
financed by international agencies for development projects, by 
Guyanese exporters who need inputs for production, and traders 
who buy foreign consumer goods for sale in Guyana. Guyanese 
apparel, lumber, seafood, citrus, and liquor firms, among others, 
offer opportunities for U.S. importers. Due to the shortage of 
foreign exchange, U.S. creditors whose debt payments are frozen 
in the Bank of Guyana should not anticipate immediate repayment. 


*This report was prepared in October 1989. 





payments are frozen in the Bank of Guyana should not participate 
immediate repayment. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Production: GDP fell by between 3 and 6 percent, according to 
various unofficial estimates. Official sources cited a 3 percent 
decline. Production suffered because of the deteriora- tion of 
the nation’s infrastructure, as electricity and fuel supplies in 
particular were irregular. Weather played an unusually prominent 
role in 1988, as a spring drought and heavy rains in the summer 
and in December hampered production. 


The Guyanese Government set a target for 1989 of 5 percent GDP 
growth. The strikes and price increases which followed the March 
31 devaluation have reduced economic activity and made achieve- 
ment of that target unlikely. Nevertheless, official figures for 
GDP and other economic indicators are underestimates, as they do 
not include activity in the vigorous gray market. 


Sugar: Sugar is one of Guyana’s main hard currency earners and 
one of the nation’s largest industries, employing an estimated 
20,000 workers on estates nationalized in the mid-1970s. 1988 
production by the government-owned sugar firm GUYSUCO hit a 
40-year low of 170,000 tons, in part because of strikes and poor 
weather. Even given the reduced production and exports, sugar 
provided a third of Guyana’s 1988 exports by value. Guyana did 
not meet its 1988 U.S. sugar quota of 12,050 tons. In order to 
maximize its sugar exports to the subsidized European Economic 
Community (EEC) market, Guyana began importing sugar for domestic 
consumption in late 1988. A seven-week strike in April and May 
1989 to protest the March 31 devaluation reduced 1989 first half 
crop production to 62,000 tons, well below the target of 93,000 
tons. Because of this, Guyana was unable to meet its EEC quota 
of 167,000 tons for the year July 1988-June 1989. Total 1989 


pro- duction will almost certainly be less than 1988’s 40-year 
low. : 


Bauxite: The government-owned firm GUYMINE produces calcined, 
dried, chemical grade, and refractory grade bauxite. GUYMINE has 
also in the past mined kaolin and refined bauxite into alumina. 
Total bauxite production fell by 2 percent in 1988 to 1,339,000 


tons. Because of the seven-week strike, first-half 1989 produc- 
tion was only 445,543 tons. 


A transshipment station in the Demerara River which was opened in 
February of 1989, will reduce the freight charges paid by 
GUYMINE. In February 1989, the Guyanese Government agreed to a 
joint venture with the U.S. firm Reynolds International to 
cperate a new mine at Aroaima, which is expected to begin 
production in early 1990 and reach a level of 2.5 million tons 
per year in 1992. The Venezuela firm C.A. Dayco opened a mine at 
Kwakwani in July 1989. The expected increase in total bauxite 
production is a key element of the government’s economic 





development program. The Norwegian firm Norsk Hydro, in 


conjunction with a U.S. firm, is considering reopening GUYMINE’s 
alumina refinery, which was closed in 1982. 


Gold: 18,803 ounces of gold were sold ("declared") to the 
government-run Guyana Gold Board in 1988, down from 21,424 ounces 
in 1987. The decline in declarations was apparently caused by 
the fall during 1988 of the parallel market value of the Guyana 
dollar in which the Gold Board pays from around 30 per Guyanese 
dollar to nearly 50 per U.S. dollar. The amount declared is 
reportedly between 5 and 20 percent of the total mined, as most 
miners smuggle their gold into Venezuela or Brazil where they 
receive payment in U.S. dollars. They convert those dollars into 
Guyanese dollars on the parallel market at a rate much higher 
than the official rate paid by the government. Only 7,061 ounces 
were declared in the first half of 1989, but declarations 
increased after the March 31 devaluation, suggesting that 1989 
declarations may approach the 1988 total. The Brazilian firm 
Paranapanema has said that it will begin production by the end of 
1989 and soon produce 40,000 ounces per year. Several other 
foreign firms have begun explorations in recent years. 


Rice: Rice production declined sharply in 1988, due in part to 
a fungal disease, "blast," which may have wiped out 35 percent 
of the second crop. Total production was 130,000 metric tons, 
down from 146,000 in 1987. 55,700 tons were exported, providing 
$13.9 million in revenue, down from $15.7 million in 1987. [In 


late 1988 and early 1989, the government-run Guyana Rice Export 
Board had difficulties meeting its export commitments, and 
domestic rice shortages became frequent. Production and export 
rates have been even lower in 1989 than in 1988. Only 10,280 
tons were produced in the first three months of 1989, and exports 
through April were only 10,000 tons. 


Seafood: 1988 seafood exports were worth $19.3 million. 3.7 
million kilograms (kg.) of shrimp and prawns were caught in 1988, 
up from 3.4 million kg. in 1987. Of that total, 3 million kg., 
worth $18.3 million, were exported. Production of other forms of 
seafood was 41.2 millon kg. Of that, 1.1 million kg., worth $1 
million, was exported. These recorded figures underreport the 
total amount caught, as much of the catch is sold at sea to 
enable exporters to earn undeclared hard currency. 


Other Exports: Other Guyanese exports include timber, apparel, 
pharmaceutical items, rum, and wildlife. However, reported 
timber production fell from 188,700 cubic meters in 1987 to 
163,500 cubic meters in 1988. Apparel and garment production 
have increased in recent years, as several Guyanese firms are 
gaining experience with "807" assembly of U.S.-made fabric. 
Sales of the government-owned Guyana Pharmaceutical Corporation 


increased after its Argentine-built plant began operations in 
1988. 


Export Totals: Officially recorded 1988 exports were $214.6 
million. The principal destinations for Guyanese exports were 





the United Kingdom (mainly sugar and bauxite), the United States 
(bauxite, seafood, and apparel), and Canada (gold and bauxite). 


These three countries received 67 percent of Guyana’s officially 
recorded exports. 


Imports: Recorded 1988 Guyanese imports were $215.6 million. 
Guyana’s principal import in 1988 was fuel from Venezuela, for 
which it planned to pay with cash earned from bauxite sales to 
Venezuela. In the spring of 1989, Guyana apparently had 
difficulties meeting its bauxite sales commitments, which led to 
more frequent fuel shortages. Many of the consumer goods and 
processed food sold in Guyana’s street markets are smuggled into 
the country from Venezuela or Brazil. Also, thousands of 
Guyanese receive remittances of money and barrels containing 
goods and food from relatives overseas. This latter source of 
food and money also contributes to economic activity in the gray 
market, which is unreported in official data. 


Electricity: During 1988, electricity blackouts increased to 
around 16 hours per day in most parts of greater Georgetown. 
Businesses were hurt by the change from relatively predictable 
blackouts (caused by the rotation of a fixed amount of power 
among many areas) to unscheduled blackouts of indefinite duration 
(caused by unexpected reductions in the total amount of power). 
In January 1989, nearly all of Georgetown was without power for 
several days, and water was unavailable for almost three days. 

In their search for water, many Georgetown residents broke into 
public water mains, while others took water directly from the 
city waterworks. In June 1989, a power barge purchased from a 
U.S. firm was installed, but in its first two months of operation 
it produced much less power than had been expected. The 
Brazilian Government is loaning two 10-MW generators, which may 
be functioning by the end of 1989. The continuing power shortage 
has caused most greater Georgetown businesses to buy imported 
"standby" generators, increasing the total fuel demand and 
aggravating the hard currency shortage. An ongoing 
Inter-American Development Bank rehabilitation project should 
restore the electricity generating capacity to more adequate 
levels prevailing before the current crisis. The government in 
conjunction with various international institutions is about to 
undertake a major assessment of future energy needs before 
embarking on new investments in this sector. 


IMF-Monitored Program: The government formally entered into an 
IMF-monitored program in April 1989, although the March 31 budget 
contained many of the measures included in the program. These 
measures are necessary to restore confidence in the economy and 
will go a substantial distance toward increasing the 
competitiveness of the various sectors of the economy. If the 
program is successful, Guyana will repay its arrears to 
international financial institutions and, thus, become eligible 
for renewed assistance from these institutions. Guyana also is 
rescheduling its debts with most of its bilateral creditors. 





Arrears Repayment: In early 1989, Guyana owed around $180 
million in arrears to the World Bank, the IMF, and the Caribbean 
Development Bank (CDB). Until those arrears are repaid, Guyana 
cannot receive new funds from those institutions. The arrears 
are greater than the expected first disbursements of new funds, 
so a traditional arrangement in which a short-term bridge loan is 
repaid from the new funds is not possible without a means of 


filling the gap between the amount of the new funds and the 
amount of arrears. 


Aid From Support Group Nations: A support group of donor nations 
led by Canada and including the United States, the United 
Kingdom, Belgium, the Federal Republic of Germany, France, Italy, 
Japan, Sweden, Trinidad and Tobago, and Venezuela has pledged 
funds to fill this gap and to support Guyana’s IMF-monitored 
program. Much of the aid will be provided in 1989 in the form of 
hard currency or commodities for which Guyana would have paid 
hard currency, giving Guyana the funds with which to fill the 
arrears gap. In addition to seeking funds to close its arrears 
gap and project aid, the Guyanese Government is seeking aid from 
foreign donors for its Social Impact Amelioration Program, which 
will cushion some of the burden of adjustment on the poorest 
Guyanese through food and income supplements and employment 
projects. The principal U.S. assistance program in recent years 
has been the P.L. 480 program of concessional loans to finance 
purchases of U.S. agricultural products. In fiscal year 1988, 


Guyana purchased $7 million worth of American wheat under the 
P.L. 480 program. 


Debt: Official Guyanese Government debt as of early 1989 was 
approximately $1.8 billion. Of that, over $1.1 billion was 
either imminently due or in arrears. A central part of the 
IMF-monitored program is a rescheduling of Guyana’s arrears to 
many of its bilateral creditors. (The IMF, the World Bank, and 
the CDB do not reschedule debt.) In May 1989, the Paris Club of 
Western governments agreed to reschedule over $80 million of 
Guyanese arrears and imminently forthcoming payments. As part of 
this process, the United States will reschedule in 1989 over $30 
million in Guyanese arrears and imminently forthcoming payments. 
Guyana’s largest creditor, Trinidad and Tobago, rescheduled 
around $450 million of debt in early 1989 on generous terms. 


Policies: IMF and World Bank officials have devised with the 
Guyanese Government a program of reforms that, if successfully 
implemented along with debt rescheduling and renewed inter- 
national funding, should enable Guyana’s economy to right itself 
over a period of several years. The central step is an effort by 
the Guyanese Government to keep the official exchange rate near 
the parallel market rate so that hard currency will be available 
legally to all those who can pay for it. The Guyanese Government 
has also committed itself to assisting the private sector and 
reducing government participation in the economy. 


Exchange Rate: From January 1987 through March 1989, the Guyana 
dollar was officially valued at 10 per U.S. dollar, with a 





secondary rate of 21-1 for certain personal transactions. On 
March 31, 1989, the Guyana dollar was devalued by 70 percent to a 
rate of 33-1. This devaluation was an attempt to bring the 
official rate closer to the rate on the illegal but tolerated 
parallel market, which went from under 30-1 at the start of 1988 
to over 50-1 in early 1989. After the devaluation, the parallel 
market rate fluctuated for several weeks and had settled in the 
high 40s at mid-year. 


Banking: There are six commercial banks in Guyana, two of which 
are foreign owned (the Bank of Baroda and the Bank of Nova 
Scotia). The government also runs a development bank, a mortgage 
finance bank, and the central bank, the Bank of Guyana, which has 
the sole legal authority to sell hard currency to Guyanese. 


Retention Rights: The Bank of Guyana has not received in recent 
years enough hard currency to enable it to sell hard currency to 
the public at the official exchange rate. As a result, for 
several years very few private importers have been able to 
legally buy hard currency. In recent years, exporters have been 
allowed to retain a fixed percentage of their hard currency 
income. These percentages were reduced to 10 percent on March 31 
and were scheduled to be removed by September 1989 in 
anticipation of unification of the parallel and official exchange 
rates, which would make hard currency available to all those who 
could pay for it. As of mid-1989, it appears that the official 
and parallel rates will not be unified by September, so the 


government may need to continue some sort of retention program 
for exporters. 


Frozen Guyanese Currency: When hard currency became scarce, many 
Guyanese firms that had contracted hard currency debts could not 
buy hard currency from the Bank of Guyana to pay those debts. 
Their deposits of Guyana dollars in the value of their debts have 
been frozen by the Guyanese Government in its External Payments 
Deposit Scheme (EPDS) for repayment when hard currency eventually 
becomes available. The government has agreed to convert the 
currency at around the exchange rate existing at the time it was 
deposited. Few repayments have been made in recent years. 


IMPLICATIONS FOR THE UNITED STATES 


Exports: The near-term outlook for U.S. exports will remain poor 
until Guyana resolves its continuing lack of hard currency. The 
Embassy recommends that U.S. exporters obtain payment in advance 
or an irrevocable letter of credit before shipping products to 
Guyana. Guyanese now look to the United States before any other 
developed nation as a source of their imports. A common 
language, physical proximity, the large Guyanese migration to the 
United States, and the size of the U.S. economy add to the 
Guyanese preference of U.S. products over those of other 
industrialized nations. Guyana was one of the nations with which 
the United States recorded a trade surplus in 1988, as U.S. 


exports to Guyana totalled $66 million and U.S. imports only $57 
million. 
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Internationally Financed Projects: There are three currently 
promising markets for U.S. exports. One of these consists of the 
infrastructure improvement projects funded by multilateral 
development agencies. The Commerce Department publicizes these 
opportunities among the U.S. business community. Guyana’s major 
source of funds for infrastructure improvement projects at 
present is the Inter-American Development Bank (IDB). Current 
and future IDB-funded projects include two proposed agricultural 
projects (IDB funding $130 million), a proposed primary education 
project ($45 million), a renovation of Georgetown’s largest 
public hospital ($27.9 million), a renovation of Georgetown’s 
electrical system ($16.1 million), and a drainage and irrigation 
rehabilitation project ($6.7 million). 


If, as is planned, Guyana repays its arrears to the World Bank in 
late 1989, it will become eligible for World Bank development aid 
as well. In anticipation of arrears repayment, the World Bank 
has begun consideration of a $7 million project to provide 
management assistance, product development assistance, and cost 
systems for GUYMINE, the government-owned bauxite mining 

company. The EEC provides significant development assistance, 
but usually restricts its contracts to firms from EEC countries 
and Guyanese firms. Because of longstanding Guyanese arrears, 
the U.S.Agency for International Development (USAID) is prevented 
by law from providing development assistance to Guyana. 


Guyanese Exporters: A second market for U.S. exports is made up 
of the Guyanese firms that export. Those firms need machinery, 
spare parts, raw materials, and other inputs to production. If 
the Guyanese Government can maintain a realistic exchange rate, 
then Guyanese exporters will profit much more than will other 
Guyanese firms and will thus continue to be a good market for 
U.S. exports. Products most likely to be exported to exporting 
firms include mining equipment, earthmoving equipment, 
agricultural equipment, pesticides, fertilizers, transportation 
equipment, sawmilling equipment, power generating equipment, 
specialized sewing machines, personal computers, and spare parts. 


Traders: A third market for U.S. exports is made up of the 
hundreds of Guyanese traders who buy goods in the United States 
and bring them to Guyana. Traders buy principally consumer and 
luxury goods, especially clothing, shoes, and electronic items. 
They also import spare parts and other inputs for production. 


Imports: Because of the depressed domestic economy and the lack 
of hard currency, Guyanese firms are extremely interested in 
exporting to the United States. This creates opportunities for 
United States importers and distributors. Guyana’s principal 
exports to the U.S. in 1989 were bauxite, seafood, gold, 
wildlife, clothing, and lumber. In previous years, Guyana also 
export large amounts of sugar to the United States. In November 
1988, the United States designated Guyana a beneficiary of the 
Caribbean Basin Initiative (CBI), which removed customs duties on 
many Guyanese products. 
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Investment: In recent years the Guyanese Government has welcomed 
foreign investment and has proven willing to negotiate with 
potential investors over issues such as tax holidays, 
repatriation of profits, and natural resource concessions. 
Guyanese law permits 100 percent foreign ownership of Guyanese 
firms, and several such companies exist. Most large foreign 
firms operating or considering operating in Guyana are in natural 
resource development. As of mid-1989, nine foreign firms are 
exploring for gold and two groups are exploring for oil. 


Attractions: Attractions for U.S. firms considering investment 
in Guyana include the common language, a literate work force 
which that welcomes foreign employers, and low wages. As of 
mid-1989, the minimum wage was the equivalent of $0.90 per day. 
Several Guyanese apparel manufacturers have experience with "807" 
assembly operations. Because of Guyana’s hard currency shortage 
and depressed domestic economy, investments in export industries 
will be more attractive to most U.S. firms than investments in 
industries which sell in the domestic market. CBI designation 
has made most Guyanese products eligible for duty-free entry into 
the United States, and Guyanese products not eligible for duty- 
free entry are eligible for reduced tariffs under the Generalized 
System of Preferences (GSP). Guyana is a party to the Lome 
Convention, under which products from many Third World nations 
receive duty-free entry into EEC nations. Guyanese exports can 
also enter Canada duty-free under the Caribcan program. The 
Overseas Private Investment Corporation (OPIC), a U.S. Government 
agency, offers potential U.S. investors equity financing, loan 
guarantees, and insurance against war, civil strife, and 
expropriation. OPIC does not offer insurance against currency 
inconvertibility at this time. 


Constraints: The chief factor discouraging potential U.S. 
investors is Guyana’s inadequate infrastructure. The electricity 
supply is unreliable and infrequent, so firms must have their own 
generating capacity. Few direct flights link Guyana with the 
United States (five flights per week, often delayed or 
cancelled), and flights to intermediate destinations are often 
overbooked. Other factors include frequent fuel shortages, the 
lack of frequently arriving ships, poor road conditions, 
unreliable telephone and telex facilities, poor hotels, and an 
increasing shortage of skilled employees. The last factor is 
aggravated by the migration of over 15,000 Guyanese each year. 
Potential investors are also discouraged by the difficulty of 
obtaining and repatriating hard currency absent specific 
agreement with the government. Potential investors, including 
those investing in exporting industries, should ensure that they 
will be allowed to convert local currency into U.S. dollars and 
repatriate them. 


U.S. Firms: In February 1989, Reynolds International agreed to 
operate a joint bauxite mining venture with the Guyanese 
Government. This investment was seen as significant because of 
Reynolds’ willingness to invest approximately $25 million after 
the nationalization in the 1970s of its Guyanese operations. 
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U.S. firms that export include Sahlman Seafoods, which owns a 
local seafood exporter, and the Fertilizer Corporation of 
America, which bags and exports imported fertilizers. Esso, 
Texaco, Seaboard (flour), Colgate-Palmolive, and the American 
Life Insurance Company have subsidiaries that sell to the 
domestic market, and the construction firm EBASCO is helping 
build the new U.S. Embassy. Green Mining was awarded in July 
1989 a contract to remove overburden from bauxite mines for 
GUYMINE. Two small U.S. firms are jointly exploring for oil, and 


the U.S. firm Homestake International Minerals is exploring for 
gold. 


Privatization: Another opportunity for U.S. investors is the 
purchase of corporations identified for divestment by the 
Guyanese Government. In June 1989, the government completed its 
first major sale of a government corporation to foreign investors 
when it sold Guyana Timbers to a Trinidad firm. Up to 15 
corporations may be sold, including the national bus company, 
another timber producer, and two fishing firms. Many of these 
firms do or could export. The government is also offering equity 
in four state firms, including the national airline and a textile 
exporter. Joint ventures with both public and private sector 
enterprises are increasingly welcomed, particularly, if the 
foreign company provides technology, management services, and 
equipment as its contribution to equity. Details on these and 
other investment opportunities are available through the 
Department of Commerce. 
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